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' ar
THE RECRGANIZATION #¥-T2ms MANAGEMENT OF

INDUSTRY AND BUILDING IN THE USSR

1. Gemeral remarks, =~ _ = __ . . - o -

At the genersl session of the Central Committee of the CPSU, which
- - - -convehed on 14'Fepruary 1957, W.S. Khrushchev®s report on further lmprovement
.. _.of the érganization of maragement of industry and building was heard and-dis— - -
cussed and a decision relating to this report was mades According to this
‘decision, the Central Committee of the CPSU and the Council of Ministers of the

USSR are charged with worklng out concrete proposals on the reorganlzatlon of’

management of industry and bu:.ldlnga
 The theses of Khmshchev's report en mrther mprovement of 'the or=
‘ganization of management of industry and building" were published on 30 March
TT T 71957 by the Central Committee of the CPSU and the Council of Ministers of the
USSR, - These theseé were widely @issussed-ell over the country-during April and
L ___‘the first week of May, On 7 May 1957 Ehrushchev was scheduled to present his. - .
__report to a session of the Supreme Soviet of the USSR and a ,decisiqa.bi_thiﬁ_,,,
body was expected to be taken. (The results of this session are so ,ffir, not known
to Iﬁe)°

During the first years of the Soviel regime such administrative organs

~ as the Supreme oTneL : Jmﬂ__gwm and National Economic Cognecils

7 77 on a local basis, the State Planning Committee (Gosplan) and local planning
‘organs wers established by order of Lenin, In the years of the first Five-Year

- Plan (1928-1932), spec.ialized chief directorates (glavki) were organized, subse-

quently they = were People's Commissariats (narkomaty) and in March 1946 their

name was changed to Ministries.

w:.th the passage of t:une the number of M:Lnlstrles9 all types of govern=

ment directorates and comm:Lt'tees, kept on grow:.ngo Even the Ministries concemed
S R ! )

o - A f m]ieﬂlm A
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with the management of enterprises became cluttered up with a large number
subsidiary By
of intermediate links, parallel and éﬁ@@@%%;ﬁfgzglzatlonso Fiin:'cn 3 May 1957

the mmber of Ministries alone had grown to enormous proportlons, to wits

USSR Ministries ' = ’52
Uni'one.Republicg Ministries = 240-250
Autonomous Repiiblics Ministries = 150-180 --
Besides, at least 100-120 different directorates and committees attached —— -
to the Councils of Ministers must be added 'to this mumber,
Go:Lng ‘bhrough the can
L e ainotw; dhypocthe list of M_Lnlstrles9 one xmidxmmEEEE easily see

- is ns
- that from an economic v:Lewpo:mt there xaswihbcnmcy
waiwtai”img -sch a huge S

Yo S TS amount of M:Lnlstries (for 1nstance9 the Grain Products

Justulcation wha'tever T fow

18

 Ministry of the USSR and Union Republics, the Meat and Milk Industry Ministry
\a.z% Republic; , . :
of the USSRVand so forth). Many Ministries could be merged and reorganized on
a more rational scale.  The CPSU arguments;raised in the theses of Khrushchev's
- report to the effect that such a huge mumber of Ministries reSul’oed from the

_ereation of new branches of industry and the growth of the number of industrial

] en*lf:erprisesrand building organizations in the country, are without any foundation

n”“'rr' 1anant™

whatevere The reason for such a pheﬁ%mf\&can be only one and that is that the

communist dictatorshlp with its state capitalism, its monopoly over absolgtely

" all branches of the economy, inevitably had to give birth to such a monstrous

bureancrgtic machine,

B ST T of
2+ The essence of the reorganization ¥ the management

6f the economy.

The essence of the reorganization of management of industry and building .

1n short terms bo:Lls down to the fo]low:tngw E@nagemen'b of industry and bu_lldmg

will be mplpmented not through speciahzed Ministries but instead on a terr1== 7
tor:.al basis. Therefors the majorlty of 1ndus‘t ~1a1 Ministries will be abolished,

B  ONEIDE R e
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" the countiy will be divided into a mmber of economic districts and
Natioml Economic Councils (Sovnarkhosy) will be organized to take over
_ the management of industry and bui‘lding, in each economic districts .
Sigultanggqslyrwiﬁh the organization of National Ecomomic Councils,
‘the role played by Gosplan, Gosbank (?Eei‘te bank) , Ministry of F‘:A.nance, o
Ministry of State Control, Cen‘bral S’cat:l.stlcal Adnunls'bmtlon9 party-,
komsomol’ and TradeeUnion organlzatlons will be greatly increased (cenu
“tralization intensified) as far as ¥% management of industry and buil-
ding is concerned,
In the progess of reorganiza‘i';ion of management of industry and -
.~ __ _building, management through branch Ministries for some branches of thé
economy will be preserved. These branches are:
2) Railriad, sea, air transport,

b) communications,

¢) agriculture,

d) Foreign Trade,

e) State administrative and defense organs.
industrlal and bulldlng enterpmses

“Thus, operationsl management of xmwbe:

prommes
Tabhdog is transferred from the center to the peripmewE in order to improve
the work

7. of these enterprises, But at the same time
_centrali'zba,tion of administration of the country's economy is increased through
concentration in the hands of %2 government of planning, material-technical A'
suppl:)f;i calculation and con‘brol and strenghtening' of the role played by these
' organso But as long as planning, personnel, supply, financing, calculation
and. coﬁtrolrgﬁonéentrated in the hanas of ’@ government it :i.s quite
senseless to say that Republ:.cs, Kra.ys9 Oblasts and local directors have
been granted more rights in the management of industry and building. A1l

" “a loeal director can do:fis to fulfill 31:1@1@ Mtéglﬁtgr plans and carry still
&\il br
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greater ‘reSponSibility _unde:é stricter control and increased centralization.
Consequently, the statement,made by the CPSU legders and the governrent

to the effect that local managers will have more rights as a result of the ... .

reorganization of management qf; industry and building, can be called nothing

more than demagoguery and the usual fraud,

--- - - .~ - -3, Reasons for the reorganization of management of

I e . ... 4Andustry and building, . . . -

A) Unwieldiness of the administrative apparatus and buresucratization

of nlanagenien‘to

One of the basic reasons for the reorganization -~f *he maxiafrment of
o blown~=up
:mdustr'y and bulldlng is the large mmber of mlnisters, their wmesss

g

staffs, the multiplicity of channels and complexity ingherent in Fanagement®
and #kE excessibe bureaucratization.
v oot =7 Asalready stated above there were inthe USSR until May 1957
- .- - USSR -Ministries - - - = 52
_ Undon-Republic Ministries - 240-250 . _ .
Avtonomous Republic Ministries = 150-180
Directorates and Committees attached to
Councils of Ministers - 100-120
7 This mézvinisv{:ha'ir;i ;)he central staté appafa‘tus alone émployed at least
500 co0 personso But if one counts the intermediate links from the central
“dpparatus down to actudal production, at least dnother 500,000 persons must
be added to this number, Thus, on the basis of extremely comservative figures, ‘
L at least 1 million persons are diverted to just one Ministry and Administra-
 tion with their sub-divisions and intermediate links. Following the example
of the central organs ,‘7__'bl"1’e_ _gpigfs‘of peripheral organizations also tried to
blow up 'bheir own administrative-=managing stafst Soﬁet S'l';atistics usually

conceal the number of adm:mlstratlve—managlng and not—productlve personnels

- - P ‘ ru-\h
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.- -~ - - but when they do appear they are deliberately falsified =Jfo more than
7-10% of tﬁe total number of workers and employees. Actually that is not
so. In the overwl}elming majority of enterprises and organize:tions, the
mmber of administrative-managing éersoﬁnel>ﬁsﬁaii;iamounté tb 25=36%4
of 'bi'rler total number of ﬁérkers aﬁd employees, but in smaller enterprises

:it teiven reaches 504, In a mmmber of cases (in small en‘terpris§s) it even
"gées'éo“féf that the number of administrative-manapging persomnel exceeds
the tumber of workers, Therefore, if the Dumber of workers and employees
4n industry and transport -amounted to about 25,5 million persons in 1955,
belonged
. at.least 8 million persons of the total employed kmkmmg to the administra-
tive-managing staff, i
_The real reason for the swelling of the administrative-managing
apparatus was not brought to light Ainr'l:alrae theses of Khrushchev's report,
Thé rr’ea;fsion forvthaf,g however, may. be found in ithe_'eSsence of the CPSU
bosééé}m&ictatorship which invariably leads to fimrrncmcmrrmRRy monstrous
bureaucratization of all branches of economic life in the country on the
oné;side and ‘the aversion of people to_carryingroui-the»drngery of
- - prison labor in industry for a minimum 6f pay on the other,

- ... .- .A11 directors, from the biggest down to the small ones, invariablyir

o try to crea%e for themselves the ea51est and most pleasant worklng condi-

7 tlons w:Lth 't.he least respons:.billt:v possiblee Always trying to get reduced

production tasks, directors at the same time attemp't to keep surrounding
themselves m.th the 1argest poss:Lble number of assistants s to set up the
ia;§§§%§%§;£§f of all types of unproductlve departments and sectors, in~

o strive
other words, they smelexdw in every way to swell up the administrative-

- managing apparatus even resorting to patent wiolation of personnel discipline

(at the expense of production workers),

A

LORFTBEL TiAL

Approved For Release 2008/11/12 : CIA-RDP80T00246A001700150001-6




Approved For Release 2008/11/12 : CIA RDP80T00246A001700150001-6

GORFIERTIAL

Tn the theses of Khrushchev's report mention is made of the fact that
the administrative-managing staff, the body of state purchase officials and other
mnprbductive ‘personnel had been cut by over -900,C00 persons ober the period from
195/, to 1957, This is a ,pr_'.etty large figure, but facts show tha£ this cut was
- mainly made on paper onlyg”DﬁJrectors found ways not only to keep their apparatus
intac‘b9 but even to expand it in some cases. And éven if they were forced to make
some rech.tctlon9 the victims of the cul were predomlnately members of the staff of

e -a-mumber-of - - - ——— e =
junior assistants and meweeak low level employees,

. favorite
Ordlnar'y workers also try by some @mb&xe means to quit product10n9
7 get away from the Stakhanov methods and heavy output norms and settle down somewhere
“in an'-offic,_e;'in the supply, trade s or similar type of system,
- - By the reorganization of the management of industry and building the
government intends to cut the adnﬁ.niétrative—marzaging staff as much as'possiblev

and make sure that it does not become inflated again in the future.

- Reluctance of specialists to work directly at the plant

- and go to far-away areas of the country toworks — -~~~ ~

~ This is also.one of the main reasons for the reorganization of mandgement

~ of industry and building, No mention was made of these reasons kmemome in the theses

of Khrushchev‘s report, howevers
e

It = become such a practlce in the USSR that .every engineer or technician
by hook and by crook tries to be placed for employment in the adm:.nlstratlve appara=
tus and in the central regions of the country 1f at all poss:v.bleo The reasons for

. demfind of
that are the bad living conditipns in peripheral ar;miﬁe:tir respon31b111ty p:e:t

-~ &%=9% in productioh than in the administrative apparatus, but at the same time

Iower pay., For instance, the superintendant of a leading shop (mechanical, installa-

tion, boiler shop) of an important shiprepair plant gets 1200-1300 Rubles a month,

directorate ee
BEERRYEE) in the Jindstry Sew the

o GOVEEMM -
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Maritime Fleet receives a salary of nO@@@uJEEW& month, With a salary

m
of 690-900 Rubles a month a plant engineer is Way and nlght under strain to
fulfill the plan, ﬂmm but for an engineer working in the administrative apparatus
_ comveniently confzned to , » )
the worklng day is momfortebly =omhmbconms 8 hour pxmiemgms Yerms during which
all sorts of papers are written up.
st is ‘ :
g2 I the theses of Khrushchev's reportfthat there are about
~ 1,600,0C0 engineers and technicians in the Soviet Union (the total mmber of
secondary
_specialists with advanced and st technical training is about 6 m11110nﬂ),
but nothing is mentioned in the report km as to how many of them are settled in
ihe admlnlstratlve apparatuso Apd this is a very 1arge numbera practice at
least 60% and maybe even as much as 7 of the engineers and close to 50% of
" the technicians sit in #irs offices of fhm varlous admlnlstratlons§ trusts,
dlrectorate
oD X fg vky) ministries. In the USSR it is considered nothing
out of the ordinary in ?ar‘;ﬁ¢wai areas and in medium and small size enter—
prises-that regular engineering jobs are occupied by persons completely lacking
advenced technical training - technicians and even practical workers (pérsons
who are without advanced or even secondary technical training)e. The government
emyiconmss an endless but unsuccessful fight against the settllng of

'spe01allsts 1n the admlnlstrativeamanaglng apparatus, Opposition to the govern-
ment's efforts comes from fﬂo sides howvever: from the specialists themselves
and from the directors of admlnlstratmge organs vho teke specialists into the
" administrative apparatus even to the detriment of production itself.
'By"rebrgéﬁiéing'thé’managemeht of industry and building the government
intends to force ¥Ham specialists to work right in production and keep them

. from penetrating into the administrative apparatus as much as possible.

@UMFH@E e

————— e o . - - - "
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s W) T '
c) Humbug § gnﬁllteratlon of smsiases on fulfillment

of productlon tasks committed by directors.

. Under the present- system -of -management ; ‘enterprises (enterprise = trust = Glavk - -
Ministry) are quite free to exercise the practice of fraud with the government

in accounting for fm fulfillment of production tasks, Directors of enterprises

B directorates
deceive directors of trusts, chief somorikimes (glavky)9 the latter in their turn
cheat’ I the M:msters ‘cheat_,
:tdemam the Mmlsters anA AR e govex-rrmento In meny cases thﬂs deceptn.on

S e - : ’ - - Kso

. the main Teason vhy Soviet official data on fulfillment of plans somedmitem

judged with such a high degree of skepticisme E’wery director trles to ge‘t
e tries to get 7
cee= .- -—-his-production task reduced and similtaneously{as many production reseurces

~as possible{finances; persomnel, material~technical supply). The overwhelming
I majority of directors try to lower & production cepacities of their enter-

~ prises with the tacid approval of directors and even Ministers higher upe £nd

Ministers also try to ge‘b from the governmen‘b as meny as possible material

resources ﬁor the enterpmses and organizations of their Ministries. Party

- - operations-
and control organs are not alwsys able to 1n'terfere with these oo

of d:.rectors @

By reorganizing the managsment of iﬁdustry and building/ the government
intends to eliminate directors! teéndericids toward lowering production capacities
_— - by means of falsifying data regarding fulfillment of production taskse
D) The tendencies of directors. Ztowards creating parallel= --

subsidiary=
purpose, zMprmrk- and other non=productive organizations

Every director always tries to surround his enterprise m.‘bh a conglome-
rapion of parallel-purpose= and all kinds of subsidiary/unproductive organiza=
tions, For instance, the director of the Astrakhan Shipyard needs bronze

castlngs. So he goes ahead and sets up, paralle] to hlS own supply sectlong

an additional bronze castings e Caciiard purchasing agency in enother touh
@

- - o [DMTENE o T A
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Plants do have planning-production departments, but directors, even those of

small plants, alwaysltry to set up planning sectors invshops and in sections.

Let us assume that a few small-size hew tenement houses have been built ina - ...

plant's workers settlement. The director of the enterprise immediately sets

up an additional housing=community section'even though_e communipyépogsing

 section already operates at the plant0 We shall take another case, A few

thousand cublcmeters of lumber arrived at the pier for the plant - 1mmed1atelyr
is organiied and charged with processing and transport of

happens to be one of the
the lumber even though this kmksmgedmskimgreper functions of the supply
" section or the plaﬁ's processiﬁg'and supply office,
By reorganizing the management of industry and building, the govern-
ment intends to put an end to this phenomen@4{in my opinion by expanding the

~ functions of the State FM”§E§f£¢ngml§Lg%i;> of the Council of Ministers of the

USSR), ,
E} Over=population of large towns,

_At the present time, Moscow, Leningrad, the cepitals of the Republies, .

_the large 9,‘3}%8?_.@@, industrial centers are greatly oberpopulated, The problem

of living space has become very acute there. People try to rge'bA se*atled‘ _in large
towns where supply and modern 1iving conditions are better than they are in

. roe
5#2&§g§§§§i5§§§° The government constantly tries to relieve overburdene Stowns

, but rns 1nto oppos1tion wmwmrmec® all the time.

" By reorganizing the management of industry and bulldlng the govern-
‘ment intends to displace people from large urban centers and especially Moscow,
Leningrad and 4% Union Republic capitals, However, no -indication can be Sound
v the provinces

in _the Soviet press as to how people w3 Yerhraere)

- mpexxwill be provided with living conditions. It is quite apparent that people

resettled in
eEcEERtoarnratfsdm new living and working areas will be Subjected to hard_

. - e o P @GN{FHU Y}WJ ’V
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During the change-over to the new methods of operation =

a cewtaln amount of

organlzatlanal confuqlon, wavoidable ubder Soviet conditions, is bound to prevall

and this confusion will komrexe badly hurt people 1nd1v1dually@

Lo The meaning of the reorganization ofAmanaggment of industry

and building,

A) Chances for improvement in the direction.of the economy,

' The reorganization of the management of industry and building due to be carried
out should, in my opinion, nxi;;igzgﬂt some improvement in the dirsction and
efficiency of the economy. However 1 belxeve that this improvement will mostly
afféct those branches of-kkm industry which belong to group "A" (heavy industry),

_The branches -of industry belonging to group "B" (light industry) as usual will not
_ come up to the demands of the population. This results from the very essence of
‘the policies pursued by the CPSU 1eadership whlch are primarily directed toward
development of heavy 1ndustry; this is also evident o e theses of Kirrushchev!s
report. Siﬁce centrajization under tﬁé new systeﬁ of management of industry and
building will be inéfeased, local managers will have o chance to influence the
growth of light industry enterprises. Local maragers will operate only on the bésis
of directives and under the strictest control of the government.
The following factors may contribubte-to the improvement in the quaiity of
- -—— -tho direction of~industryvunder the new systems
1) Enterprises will be strengthened by newly relggﬁgd staffs of specialists

and managerse

2) Guldance will be brought closer to the enterprises due to the elimination

of intermediate and parallelmoneratlng adm:n_mstratrbe llnkso
cooperatlon

system between enterprises will be establlshed, which will

lead to the improvement of ma'teré.al—'bechnicalrsupply and the problem of

e TR = i e
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non-liquid and above-normative reserves will lose its acuteness.
4) Irrational and uncalled for & freight shipments will be cut down,
5)‘With“"'tﬁe liquidation of" inter=departmental barriers the my=dmm material-
technical -supply sysbem may become ﬁore—flexible and efficient, So fer9 materials
_ technical supply. of enterprises has been the sorest spot in the ecenomic life

- of the country.

o B, ~Strategic significance,

In my opinion the reorgsnization of the system of management of industry
 and building will also have stretegic skgmkfiwamxesx importance, Until the
present time, Ministry officials have tried to avold as miich as possible
setting up new enterprises in the outlying regions of the country, As a rule
they have tried to set up enterprises as near as possible to administrative
een'ber‘s 71,7\rrithout regafcfi to their remoteness from raﬁ-metez;iel an;iv powex;’ baees.
 Under the hew>ey5feﬁ'ef'maﬁegeﬁeﬁf it h;s'peen'pfepeeed te set up new enter=

prises according to economic regions in locations where raw-material and

T —power resources are considered to be adequate, Therefore, conditions will be

--- - . created under the new systeﬁr for.ihe dispersal of enterprises all over the ——- -
. country insbtead of thelr concentration in definite large industrial regions,
_ In case of war this will be very important, because if enterprises in one _
region of the country are put out of_commission9 the same type of enterprises
located in other reglons of the country9 may continue to supply front and rear

w1th productlone

"The afore-mentioned is confirmed by an article written by the Minister
- for instrument building and automatization elements, This article was published
“in"Pravda'in -April 1957, He stated Soockkwy that Ministers have had the Sendency

so -far to coneentrate enterprises-in the vicinity of the country's centers

in '
(in order to keep taps on them at the Ministry")e For instance, 75-80%

e CORFIDENTIL
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of the enterprises of the Ministry for instrument building and esutcmation ele-

ments are concentrated in Moscow, Leningrad and other large central cities,

The new form of managemen‘t w111 ‘make 1t pOSS:Lble to set up enterpmses all over

the country.
e e <o = -- C)  Strenghbening of the role of planning=, financing-

accounting=. control- and party-organs as well-as increasing centralization.

_  of management, . .. .

Changing over to the new system of management of industry and building,
chance

the government gives local managers and ‘direc'tors of enterprises a wminmmmeExds for

greater operative menagement in order to charge them with greater reSpons1bn.lit§zes
in secumng

e fulfillment of state plans. Simultaneously the govermment wes

anxious not to give manmagers a chance to solve plaruromnrmmPEE

d::.stmbutlon of cadres and realn.zation of finished productlon and took measures

to strengmhen ‘the role of accoun’olng and con‘trol organs, -

‘1) Planning OrgaﬁSQ 7

- ~--—--The principle of slaboration and establishment.of plans remains basically
the same under the new system of management, Working out &F plans will be stafbed

~at ent,érprises and subsequently pass through the wmmex following chammelss -

‘Iﬂﬂcsoz;qpﬁfc I{gion,l\!gtion_a_l Economic Council, Republic Gosplan, US-SR GoSplal’lo Herg

active :Lnterference with elaboratlon of plans is added by local party, Soviet and_

tmde-=unlon organso

Under the new sys'tem of‘ management the role of the Gosplan will be in-
creased tremendously. If fomerly a Mlms‘ber or a dlrector of a Glavk (Ch:.ef
B%%wé%t‘? if only to a minor extent, was able to solve some opera'bive problems -

them
- in the Ministry -or Glavk independently, such préblems can no lobger b%m

without the Gosxalancfunder the new system. - - -

. 13- Gk o
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"It will be the mission of Gosplan to carry out a single centralized
pol:_cy ior developplng the °nost mnortant branches of mdus‘bryg

a mission which is presently carried out by the Ministries",
‘ ("]i.éninisf principle-s on plarﬁ;xing and reorgénization of industrial
management! by Academician Ostrovityaninov, published in "Pravda¥
A No, 116 dated 26 April 1957).'
R At the same time the role of Gosplan will grow iIn combatting"sehiority“‘
tendencies liable to crop up in the Republics and economic regions, since without

ke impossible to make any changes in the

Gosplan's permission it will be impessk

‘ estab1 1shed Plan or to carry out any measures not. i}rcv:Lded for in the plan,

Therefore, as far as kwek planning problems are concerned, the government
will carry out a policy directed towards strengthening centralization and strengthe-

' xﬁ.ng of control over the sctivities of local managerse

"2) Finance organs,

-- -~ - - Bverev, USSR Minister of Finance, writes in an article entitled "Reor-

- ganization of the management of the economy-and finances- -~ --— - - - - —— =~

"The safeguarding and further consolidation. of the unity of the Soviet .

Union finance system is,of very great importance.... The unity of the
first and foremost

flnance system calls f‘or centwallzed financial

planning," ("Pravda" Noo 119 dated 29 Apnl 1957)

The roorganlzatlon of mana.gemen‘t of the economy not only does not give

_ directors
xomRgRER 2 chance for more liberal use of financial rescurce59 but 1:1.m1'hs their

initiative even further than in the past, In order to forestall ke appearance of

seniority tendencies, control over fimmmweiminmeikk directors?! financial dealings = -

will be more wvigorously enforced by Finomce Ministry orgsns, - Besides, two
_ very important novelties: will be introduced as a policy of the Ministry of Finances

a) The accdunting chennel for profit transfers to the state budget will

be establishe& dlrectly with @ entnr'prlses :mstead of the state bLtdge-b accountlng

W T AAEMEIRENMTTAT
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office dealing with Main Administrations as
3t was done heretofofe, This means that National Economic Councils (Sovrarkhosy)
will not be in a_position to _hold back and wilfully redistribute profits. among
. enterprises within economic regions. Finance organs will have direct ,con'hécjb

with enterprises , whlch is important for t.heir enforcemen ~of control over their

- V heir struc =
(uhe en’berprisesﬂ) actlvﬁ:les and against ?hs enpear’ance of sem.orlty

tendencies.

b) As a rule9 the turn=GVer tax w111 be collected rlght from the enterprlse
marketing
and not from =xXms orgsnizations, This is another way to speedily panp fubds

into the state budget. In addition, funds are not authorized to be held back
in any economic region so-that - local di~ectors are deprived of the chance to
operate with these funds and eipress seniority tendencies,

 Enormously increased will be &% control over the direction of funds
~assigned 2;; ‘capital 1nvestnent for industry trade associations and SpeClal
purposes, The Prombank (Industrlal Bank) will mmedlately suopress every efforfb

of dlrectors of Natlonal Economlc Goun01ls to set up new enterprises and

ObJ ects which are not jgrtteixfer in the state plan. functlons
S S o control 2&3&33 = flnance -
This means that in one of the most important asprEksxmIxRErEOTRNTZR
dlrectors not Only w111 fail +to
ReELE mieoonccoretxdm get more rights, on the contrary, their initia-

- tive will-be curtailed, centralization will be strengtheneds

S -
3) State &N;’*fi%{fwwoiitee

I believe that in conr_xeetiqn_yzith the change-over to the new forms

of managemen‘b of 'bhe economy the impor‘bance of the State I

of the Counc11 of Ministers of the USSR will kmewme increase to a large extent

- - - Staff Committee - _
and the functlons of the State ESrmenmmixCemmission '\-rill be considerably w:l'.dened,

Until the present time there was in effect a system according to which

" P,0, schedules of most¥y afiministrative-managing persornel had to be approved by

the State Bm ‘;Q.'J,'.-;'s':e..e..; ‘and even that did not apply to all branches of the

s (GONFBE:
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economy (for instance, in the building industry and in the communal-housing economy

so-called model T.0. schedules (tipovyye shtatnyye raspisaniya) were in effect

“according to which T.O. schedules of organizations were prepared without subsequent
Staff ‘Commn.t'bee

"~ approval by the State ? ). Until the present time a very large

number - of -administrative positions in the-so=called operative, production and non-

_ _. . industrial sub-divisions could be established by directors independently without
Staff C omm:Lttee

‘approval in the State:E _ and registration in local finance

agencries, guiding kmm themselves solely by the fixed work plan,

I beiieve that =zsxs

s : S'baff Com:.‘btee‘s
dheasdoadke: functions, directors will be forCed to submit to

v in connectlon with the w:.denlng of the

Comm:lttee .
the xGommksedoax for apnroval not only T.0. schedules for administratlveamanaging

persomel, but also operative, non-industrial and production-technical personnel
"with the exception of ordinary production wérkerse " This will make it impossible

-~ .-~ Por directors to inflate the administrative-menasging apparatus at the expense -
~of operative and ,productionwtechnical positions, there will be no chance for
the creation of any type of subsidiary organizations.

S . staff Comm:ﬂ:‘tee
In approvlng T Oe cChed'UkeSp -the S‘tate RS zS

30 wn.'}.l demand

a great deal more than in the past (even though their demands have been very high

50 far) regard:mg iz;’m Justlflcatlon for the need to set up one or another organi-

S : mclusion : in
zation or Xxdmemwhwsicmm of one or another position ks the T.O. ‘schedule and

establistment of a salary rate for such a Position.

R " “Therefore, as far as T;O’.s*are"concerned,, directors do not need to expect
getting more rights than they had heretofore; centralization will be Lworhimmex- -
tlgh’oenedg:mcreas:mglyc L o

4) Calculation and statistics.

Irr an ar‘tlcle wrltten by the chief of 'bhe Cen'bral Sta‘blstlcal Adm:.nlstr’a.—

tion of the USSR, Professor Starovskiy, entitled "For the comsolidation of a single
>centra11zed system of sta'he qtatls"tn.cs" (“Pravda" No., 97 dated 7 April 1957) it is’

T @U /:Eﬁ SR -
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étated;that centralized calculation and statistics, on a level with state
planning and centralized finances; must be considered ast one of the most
important levers in coping with ;gg eventual rising of tendencies towards
autocratlc ru199 kﬂmaxﬁx in coplng with senlorlty tendencles and attempts by

directors to set up a closed economy within the various reglons, for preserva=

“tion of state discipline and strict Fulfillment of state tasks,

With the transition to the new forms of managing the economy, all

matters regarding obtainal and working out of all statistical accounting -----

will be concentrated in the organs of the Central Statistical Administration,
On the one hand this is tightening of centralization, but on the other hand
it amounts to reductlon of the lafge number: of account1ng=stat1stlca1 orga-

nizations operatlng parallel to the Central Qtat1stlca1 Admlnlstratlona

" The réduction in the number of fonms4of statistical accounting (especially

" the non-standard, not Bentral Statistical Administration approved forms)
- will be of some positive influence, because directors will no longer be
- overburdened with the work to render accounts and will have a better chance

to_pay attention to operative management. Besides, a considerable mumber

ua-@ﬁ-@g?g,rglﬁgay |
- of accounting and statistical officer&will bd made available for other duty;. _.

- they can be employed right in production. Until the presént time, enterprises

A ‘over the activity of local directorss

and organizations had to submit a large number of all type of accounting-
statistical data to Main Administrations, Ministries, State Personnel

Commission, local organs of the State Persomnel Commission, Public Prosecu-

'tbr?S"Office;'State Security organs, party and trade-union orgons; Ministry

-of -Sbate Control -organs, finance organs, - -

The concentration of all statistical accounting solely in the agencies

_of the Cmntral Statistical Administration may be considered another step

towards strengthenlng of the centralizaulon of economic management and control

@@NF WENTT AIL
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5) State Control organs,

~ With the change-over to the new forms of management of the economy,the

" role of the State Control organs will be very greatly strengthened, From the

theses of Khrushche_\f‘s report and from an article written by the Minisb'ter' of
State Control of the. Belo-Russian SSRy Kulikov, entitled "The work of state e e
control on a.level with modern demends® ("Pravda" No., 114 dated 24 April 1957)
it may be concluded that one of the ‘basic forms of reorganization of the work
offlcers_(lnspectors9 heads of control groups)., Until the present time, juris—

diction over 2 administrative and criminal prosecution (reprimsnds, monetary

Tfinés, dismissal from the job, bringing to trial) of directors for anti-state

activities belonged to the Min'is‘bér"of State Control only (with the exception

of regular court organs, prominent executives; party organs, state security

_organs), The jurisdiction of state control inspectors.and.chiefs of groups

?) in the field amounted to investigation, recommendation to superior

offlcerséiand subm1ss1on of 1nvest1gative flleS and periodical reports to the

Ministry of State Control., In cormectlon m.th the change~oVer to the new forms

of management 1‘0 is my opinion thnt directors of State uontrol field agencies

will be authorized to apply sanctions (within certain 1imits) against dlrectors

" for violating the production and fimancial activity of their enterprises,

Besides, bhe creation of assistants' groups and the authority to

~ enlist the cooperation of any and all personnel- for inspection duty with iuz

State Control agencies, will be a significant factor. Inspections will become

more thorough and will be of a systematic nature. There can be no doubt that

~in that cage State Con'brol agencles 14111 try to exploit weaknesses inherent in

many persons (ha‘t;red9 attempts to show up other peonle in more negatlve color59

a de51re to ."smear" the nexb guy9 "put a fire under a felJ ow-workercn

Along with the strengthenlng of the Tole and authority of State Control

T e LN
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agencies, indevendence of directors of enterprises and organizations will be

Timited still further and their role will consist of one thing only and that
- - - is safeguarding- fulflllment —of state tasks, Any and all, -even minor effortﬁgf/,
of. directors to show independence, to.shirk their duty or to violate directives.
~ issued by govermment agencies, will immediately be broken by State Control
agencieso o }

In other word59 strengthenmng of the role of State Contro’ agencies

amounts to increased centralization of economic management, curtallment of

the role of directors of enterprises and organlzatlons, but also implementa=-
make it impossible for
tion of measures to R R ER ( dlrectors ‘Rxem to show senlorlty ten-

" dencies, . ) T

I 6, Party organs.

With the change—over to new forms of economic management,the role
of the party apparatus will be considerably strengthened. Until the Qresent
time party organs were not‘always able to actively interfere with-the prOa

duction act1v1ty of dlrectors, especyally in the system of Ministries with

1lmUn10n xxxmﬁxmgx 1mportancee To some extent dlrectors even 1gnored re=

comendations and directives coming from party organs in the field (Obko.ms9
Gorkems, Raykems of the party). |
" The theses of Khrushchev's report point to the fact that with
- - ..the change-over to the new forms of.economic menegement there will be a
_ considerable increase in the role of party organs in industry and building.
~ Republic, Kray Veqd_leastrparﬁy prganizaﬁipps will get more authority an§<
~ more Opportunities to influcnce the course of fulfillment of state plans,

the productlon act1v1ty of enterprises and building organlzatlon59 the

1mplementat10n of nartJ and government directives. This gives rise to the

follow1ng conclus:Lons°

" a) Party organs in the fleld will receive unlimited authorities and

L i [ .
ROMEIRL
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opportunkties to interfere with the production-financial activities of directorse
b) The r:n_ghts of d:.rectors will t:n.{ f'@ﬁmbher\curtailed under these
condltlons6 - o -
c) The dlctatorshlp of ’c.he CPSU wn.ll be mcreased s*b:.ll fm*thers
d) Centralization of management of the economy will be increased further,
tbe _svbardinate to the
“because the heads of Repiblic, Kray and Oblast party organs will "not) skeyoddno
corresponding -Soviet -organs, -but -to the Central —Cmitt% of -the CP3U directly,
What is more, heads of Soviet organs will be subordinate to the corresponding
_ party organse |

e) ’I‘here w:Lll be a cons:Lderable inerease in the number of the staff of

the party appa.ratuso
In my opiniong the strengthenlng of the role of party organs in the
' 'nﬁnagejheﬂt of the economy W’.’Lll noi_: render positive results. In S'qch a cased )
~ directors will be carpletely deprived of a chance to carry out any measures -
- - -whatever without coordination w:‘uth{ and permission of party orgrns. -On the
__other hand, any directive coming. from partyorgans (even an idiotic one) must. |
be followed by directors without question., (It should be noted in this connection
tha'b heads of party organs as a rule aré poorly Vversed in productivemeconomicial
an® technical problems), nght now it becomes even dlf‘flcult to say who is
R actuallyrthe director of one or another Dlan'b - is 1‘t the d:lrect.or “’? ég/;e—
tary of the party organization, who is the.director of this or that National
" Economic Council - is it the chairman of this council or is it the Obkom
- 'Secre‘tazfy of the party. Most probably the director of the enterprisé ook
~ or National Economic Council will be the executor, but the party boss will

_be .the overseer and driver,

- 5, Popular reaction to the new CPSU measure,

As % could be expecteds Popular reaction to the new CPSU measure is

e S RO AR A
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negative, By far the greater majority of people, starting from Ministers down

to regular plant engsneers9 technlcians and exrxployees9 began to 'bake steps 'bo

safeguard their personal status (fvght for a "place in nhe sun") and to oppose

thsse CPSU measures even at the time when the decree 1ssued by the plenum of the
organ:.zatlonal

" Central Committee of the CPSU of 14 February 1957 mmxc¥ "On further inpmomn

improvement of management of -industry and building" was publisheds This opposi-

~_tion increased during the discussion of the theses of Khmmshchev'!s report in -

{guri
Lpril and{the first week of May, The reaction of various elements of the popu=

lation and its rmxekimm consequences wikkxmadmiy can mainly be sumarized as
as f‘ollowse

*a) Cer'baln Mlnisters of M:Ln:n_stries about to be aiiwdmat abolished prEwmmrdk

b wh:l.ch stress the»

necessity for keeping the Ministries (for instence, the Mingsters for instrumetit

“building and means of automatization, USSR fishing industry, coal and wood,

- petroleum, metallurgical industries}.  OCtherg Minisfers point to the need for

_setting up in_the Gosplan _services and departments for industrial branches of -

. their Ministries, since chiefs of Gosplan services and departments will exer-

their activities with the authority

It is a very s:c.gm.f-« cant Lh:mg when chiefs of the highest government

agenc1es onenly star't to express their dlsapproval of CPSU procedures (Ev1dence

" thefeof #sn be found in "Pravda" issues for April and “irst week of May 19570,
‘Uhat this will lead to is hard to say. What is most likely is that the pro=

- fessional and material situation of -top executives and their very next surrounding

reduced
will be wkkes to a certain extent and after that they will implicitly follow

CPSU directives as they did before, without worrying too much about their sub-

ordinates , remembering the saying "One's own shirt is closer to the skin',

- COmgrgy -

Approved For Release 2008/11/12 : CIA-RDP80T00246A001700150001-6




f\pproved For Release 2008/11/12 : CIA-RDP80T00246A001700150001-6

SONFIDENTIAL

b) Directors of Scientitic-Resem#ch Institutions point Jmeddim out the

need for letting ‘these 1nst1tutlons remain in hoqcow and Lenlngrad So far9

about 75,o of the 501ent1f10—ReSerach Institutes have been located in Moscow
and.Leriingradg Tt is true that these argumen‘bs do not amount to open criticism

" of CPSU measures (at any rate in the pages of "Pravda"}. The directors of these
institutions invent all sorts of so-called "objective" reasons which make it

necessary to leave them in the capital - citiese They raise these arguments

for one purpose only and that is to keep their comfortable jobs and aparitments
they d ,
in Moscow or Leningrad%;%‘(r%ve to move to towns far away from the center,

For the same reason dlrectors oi‘ hlgher educa‘clonal institutions and des:.gn

bureaugé raise a nwnber of argxmxents to support the need for leaving these

orgamzatlons in the:Lr old places :mstead of Shiftlng them from e cen'tral

- provinces.-
areas of the countr'y to the PEIHIREEY o

T "¢Y Department #xfe chiefs and engineering=technicel personnel in Ministries
dlrectorates
and chief eommkaseoss (Glavk) started to take their own steps in order to avoid-

- the consequences of- the-- campaign to reorganize economic management -even-while -
. the theses of Khrushchev'!s report were still under discussion, Some of them
will be transferred from the Ministries to executive jobs inrentorprivsesgobu“t _

oo rlght there 1n Moscow or Lenlngrade. Others perform the same trick, but qulet-

1y and with the help of friends and connegtions, The real nurpose of these

people is qult.e clear - av01d mgratlon to ~'....r,£.,;.. distant areas of
 the cowntry and to remain until better_ times in the cen'terg even if it has to
right L L o
be giveetdy at work in industrial enterprises.

This also -is one of the means of opppsition to the measures of the
econonic managemen‘b
CPSU regarding. reorganlzation of the system of mmugRTERicE RTTIERNR

d) The majority of lower~grade directors, engineers; technicians and

‘ provinc:Lal
_employees of M:Lm_stmes and departments will gmpany be transferred to

v L P
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and distant areas of the £§%%%%$§'Be51des9 tgl razlggr w111 be carried oul

foreibly, most 1likely in pursuance of the decree jssued by the Fresidium of

v oy

S - the Supreme Soviet of the USSR _of 19.-October 1940 relative to "Compulsory transe
~ fer of engineering<technical of‘flc:.als9 employees and guakiRied skilled workers
from one district to another"o_ ‘The transfer of these workers will entail quite

. a few complicationss I'b may be ’chat many w:lll not be able to star’c x-.vorking

as soon as they ret to their new places, because there will be many cases
S R R S e .- *h
where of‘f:u.clal appo:mtments (slots) mll have to be opened first orfwi 11 have

to be vacated by persons now filling them, Living conditions for transferred
‘persomnel will be unsatisfactory, since the acute housing shortage in the USSR
-exists in all towns, Many officials will lose their high grades -and will even-

. . be assigned to ordinary jobs. I believe these people will continue to fight
provinces
against being tranferred from the"{?center to the yerpkmry and fw distant areas

7 of the country to the very 1ast.. And even if there is nothlng they can do to

escape being transferred, they will do everything they cag,even in the futwe,

to get back home. Many transferpes will leave their families in the old places .

se ﬁm they can keep the apax'i:ment and a base M ¢ to go back tos

“Many persons, in order to escape transfer, will resign from work in advance
“and get a jmy job anywhere else in their town in order to gel back into a good
- berth as soon as the -campaign begins to peber out.
_ o  To various degrees dnd in one way or snother, people of this type will
| ‘be dissatisfied with the CPSU measures and there is no q;estion that this dis-
- pleaeure will cause 'bhem ’co break out w:'L'bh enthusiasm to go e:bout their WOI’ka o
e) The reorganﬂ zation of economic manegement will also have a detrimental

effect on the large number of engineering-technical workers and employees working

:'Ln the provincesw Many of them ‘will 1ose ek jobs they held for & long time
"in order to make way for workers transferred from the center or assigned there

due to Teduction of staff; Tn this connection it should be remembered also that

oL
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a whole lot of smaller glents are expected to be changed over to a no=shop sjstem
of management, but shops in large plants iy are scheduled to be enlarged. As a
‘result, the number of people who are Boing to be released from the administrative .
~apparatus will increase still furtheror A greetr many people will be transferred .

- from duty at a desk to work at a machlne or a presso It is 1nev1tab1e kkxie that

antagonlstlc feellngs w111 arise between the newly arrived workers and those released
~ from jobs° It is not unlikely either that even directors of enterprises and organi-
" zations will not always be pleased to take on new arrivals and fire old workers, be-

cause in the USSR the element of nepotism and mutual>guarantees myocknEcimk is extreme=

-, ly strong in enterprises,-especially in the provincese.

_  Dissatisfaction smmardirmsercrmmot RERRcE ywith CPSU measures among thi.S B

type of people is bound to'arise also.
: C;\ varylng,degreE§
f) Persons whm w111 be affecteafgy the campaign to reorganlze economlc

management w11] not dedlcate their efforts to fulfillment of productlon tasgks but

rather to flnd ways and means to go back to thelr old place of r381dence or get 1nto

the administrative apparatuse
.‘Mgku-—'>"M’gj"fﬁreétors’ofﬁeﬂ%erprisés and organizations will again start to fight
for Raxr expanS1on - of the administrative-managing apparatus, for creation of new
~in practice
ashonik= administrative sub-divisbons. This has been proven XpikIEUTIEALR
~ years. The_government cuts down the administrative apparatus, but directors will
soon menage to find differenﬁ>weys_toﬁblow'ir gpAagaino As a result, thersize of the

apparatus not only will not be reduced after some time, but instead will even grow

bigger.
i , directors .
h) Many keoders demonstrate the need to have the rlght to 1ndependently

" increase and reduce workers' salaries and to change the staff structure of shops

and sections ("Pravda" No, 102 of 12 April 1957). Should such a proceduré be put

- into practice, it would most certainly lead to ke directors exercising the most
-preposterous arbitrariness.rtogardg rank-snd-file workers. As it is, there are too
‘many stupid and W1lful persons’ o'dlng executlve jobse Uhen it comes to heatlng up

=~ (PANIEZIEM 7 A -
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heomddes the atmosphere inbthe USTR, such a thing will definitely be of positive
value, Inevi“bébly 3n such a case the arbitrariness of important and less important
directors will to a largé extent iﬁcr_ease dissatisfaction of the Russian people
with the existing regimes- - ' : o

6, Conclusions,

The reorgenization of mamagement of industry and buvilding, which is A
being" cafri‘ed out in the USSR;'allows‘ us to maks a mmber of conclusions which,
in the ,main', can be listed as follows: | |

"a) There will be an improvement in the management of indusiry ana,building
ax it will become more ﬁlexib}gréndvqpérative, since maﬁagament will be drawn
éloser to enterpr:.seso

b) Directors! re3pon31bm11ty for fulf‘l"lmervt of state plans will be
increased along w1th some 1mprovement of cond,tlons for operative management
and similtaneous strengthening of centralization of economic nansgement

T¢) ‘Thé chances of workers to get settled in the administ@ative‘ apparatus

and in the - large centers of the country will be mmefeidmdy restricted, -~
There is a chance for sendlng
ROOXOSTEX O weroboosed a - large number of executive per-

‘sonnel and specialists td new building projects, but also to functioning enter=

prlses 1n Sibiria, the Far East and other distant areas of the country.

has bee
e) I'b\%/‘“ﬁé possible to disperse enterprises over all territories of

the country, vhich is important from a strategic viewpoint.
The_problem saused by / ———— =
) (ﬁgﬁﬁmm large cities and the acu'be hous:mg shortage in
the country will be solved to some extento 7 o
g)  Under the “terfi;@é@;ﬁal form of management seniority clements among
 directors are bound to arise and these mzy have a very negative effect on the
economy. For that reason it is not by -accident that the CPSU has zSimulyr taken
measures in advance in order to cope with such tendencies.

1}) With the passage of time, the administrative-managing apparatus will

. ne  [BANCHRENTAN
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‘BeCOme inflated, even under the new form of management,

| ‘i) The initial period of opération under the new system of management
will have a harmful effect on the fulfillment of current ‘production tasks.
Han& mistakes will be made during the process of redrgsnizing, gertzain directors

will drag out the process of changing over to the new system of management, many

spec1a11sts w111 sabotage departure for the provlnces and tv’ansfer out of the
admﬁlﬁistrative apparatus right into productions

" T 73) " Dissatisfaction on the part of the Russian people inevitably will ™
increase since the reorganization of economic management is carried out to the

detriment of a very large number of working people.

-29 Hay 57,
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